
In focus

Myth 1: Stewardship is a compliance exercise
Stewardship is a complex, umbrella term that incorporates distinct 
activities that interconnect and feed into each other. Based on our 
day-to-day work, we identify eight ‘faces’ of stewardship, shown in 
Figure 1.

This shows that stewardship involves substantially more than 
developing a policy to comply with a code. It is about analysing, 
engaging on both a micro and a macro level, and working with 
others to affect change. The purpose is the creation of sustainable, 
long-term value for clients and not simply “doing good” at the cost 
of returns. It is an essential component of managing risk in order 
to maintain long-term value. If it is effective, it will lead to better 
investment decisions, improved client value and there will be an 
indirect benefit for the economy and the environment, although 
this is not the primary driver of stewardship.

In a world where the word “sustainability” features 
everywhere and is in everyone’s mind, the word 
“stewardship” seems almost old-fashioned. We think it 
is anything but. It is an inseparable part of investment 
and sustainable investing cannot occur without it. But 
there is also lots of confusion about what it means and 
how it works in practice. In this paper, we bust ten of the 
most common myths and set the record straight for how 
Schroders holds companies to account.
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Defining stewardship

1. Stewardship is a compliance exercise 

2. Stewardship is all about shareholder primacy 

3. Stewardship varies across holdings of the same 
company

Exercising stewardship

4. There is a ”typical” way to engage 

5. Engaging is about escalating 

6. Divestment is the only way to affect real change

7. Voting against company management is the only proof 
of an engaged investor

Stewardship and investment

8. Stewardship is run separately from investment 

9. Sustainable investment is not about stewardship

Communicating stewardship

10. Stewardship is opaque and takes place behind  
closed doors

Figure 1: The eight faces of stewardship

More than just a Code

Source: Schroders

FFiigguurree  11::  TThhee  eeiigghhtt  ffaacceess  ooff  sstteewwaarrddsshhiipp

2

STEWARDSHIP

Monitor
Analysis of current 

and potential 
holdings

Engage
Communication with 
companies for fact 

finding or to facilitate 
change

Vote
Exercising voting rights 

as shareholders

Research
Thematic research into 
targeted areas such as 

sugar, plastics and 
climate change

Educate
Training for internal 

and external 
stakeholders e.g. 

independent directors

Collaborate
Work with other 

investors to engage on 
specific topics

Influence
Involvement in industry 
groups, responding to 

consultations and 
broader policymaker 

advocacy

Allocate
Getting to know a 
company before 

investing

Source: Schroders.



Myth 2: Stewardship is all about shareholder primacy
Although a commonly held view is that the main goal of every 
company is to maximise returns for its owners – sometimes 
referred to as “shareholder primacy” for listed companies – our 
stewardship activities are driven by the principle that companies 
must deliver long-term value for shareholders and have due 
regard for other stakeholders including lenders, employees, 
communities, customers, suppliers, regulators and the 
environment (see Figure 2). 

Indeed, it is questionable whether companies can deliver 
shareholder value if they do not have due regard for other 
stakeholders. Analysing how companies deal with all their 
stakeholders provides vital clues to a company’s long-term 
viability. After all, companies do not operate in a vacuum.

Myth 3: Stewardship varies across holdings  
of the same company
One of the most important lessons we have learned by doing, is 
that, in stewardship, there is strength in numbers. Aggregating 
our holdings of the same company across funds gives us greater 
clout and increases the chances that that company listens and 
reacts to our engagement. 

In some cases, this goes even beyond the confines of asset 
classes and we have had cases where our fixed income and equity 
investment managers have worked together to deliver a message. 
It may even go beyond the confines of Schroders where we 
engage collectively with other investors.

This does not preclude that clients have a say in how we frame 
our stewardship activities. Each year we seek out the views 
of both retail and institutional clients worldwide through our 
Global Investor Study to gain insight into their preferences 
on stewardship and investment. We take these insights, and 
particularly what we think is financially material, into account for 
all our activities. But these stewardship activities are exercised 
in relation to holdings and not the vehicle through which these 
holdings are managed. 

Myth 4: There is a ”typical” way to engage
No two engagements are the same and there is no such thing  
as a “typical” engagement.

First, there are different drivers that help flag and prioritise 
companies with which to engage; for example, following an 
ESG rating downgrade or key risks identified through thematic 
research. Second, there are different ways in which we  

(proactively and reactively) engage with companies. This could 
cover emails, telephone or in-person meetings (on a one-to-one or 
group basis), or collaborative engagements, where we pool forces 
with other investors to increase our influence. We also conduct 
mass engagements, often in response to trends identified during 
thematic research, such as the phase out of plastic, or to highlight 
changes to our policies. 

The mechanism through which we engage will depend on  
the circumstance of each case. We will often refer to past 
experience to determine what has proved to be most effective  
in similar cases. 

The complexity does not end there. The approach for engagement 
can vary across geographies given differences in social norms, 
best practice and regulation. Similarly, there are differences in the 
approach taken across different asset classes. 

Myth 5: Engaging is about escalating
Engaging is not just about escalating. Relationship building is 
essential for holding companies to account and that is why our 
stewardship activity is focused on both fact-finding and change 
facilitation (see Figure 3). Fact-finding involves seeking additional 
understanding and gaining insights about business models. This 
is complemented by “change facilitation” engagement, where we 
aim to effect meaningful change within the company as a result of 
identifying weaker practices or emerging risks. 

Nevertheless, there is a process for escalation, and we do escalate 
where necessary. One prominent example was our engagement 
with Unilever in 2018. The company was planning to discontinue 
its dual listing on the London and Amsterdam stock exchanges 
and list solely in the Netherlands. We objected as it would force 
many of our clients to sell, likely at a discounted price but our 
engagement was at first unsuccessful. However, Unilever did 
abandon their plans following our escalation that involved 
engaging with other investors and making our concerns public.  
It is important to note that what worked in this case may not  
work for others and we may use different means to escalate 
depending on what experience has shown is most likely to  
deliver our desired outcome. 

Although this was a positive outcome, there is a time and a place 
for escalation and what worked in this case, may not have worked 
for others.

Figure 2: Key stakeholders for sustainable business models

Source: Schroders.
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Stakeholder analysis provides insights into managing change

Source: Schroders.
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Figure 3: Reasons for engagement

Source: Schroders as at 31 December 2019.
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Myth 6: Divestment is the only way to affect  
real change
Divestment is sometimes quoted as the only way in which  
real change can be achieved, particularly regarding issues like 
climate change. Divestment can be a powerful tool for active 
managers but should not be used lightly. One alternative is 
engagement and stewardship, in other words managing the 
existing holdings rather than exiting our positions in the face  
of the first issue that arises. This is especially relevant where  
the holdings may pass into the hands of other, potentially 
uninformed and disengaged, investors. 

Myth 7: Voting against company management  
is the only proof of an engaged investor
One of the most common misconceptions about stewardship 
relates to voting against company management and the tendency 
to view this strictly as the only proof of an engaged investor. 

We believe that making full use of our voting rights is part of 
our fiduciary duty. We therefore engage and vote on any issue 
affecting the long-term value of a company. It is about holding 
management and board to account to ensure they are managing 
the business for the long term. That is why it is our policy to 
vote on all resolutions (including those brought forward by 
shareholders) at all AGMs/EGMs globally unless we are restricted 
from doing so. 

Voting against or abstaining from voting are ways of escalation 
and we do so if we believe it is in the best interests of our clients; 
for example if a proposal diminishes shareholder rights or we 
consider that the remuneration incentives are not aligned with  
the company’s long-term performance and creation of 
shareholder value. 

However, voting against management typically follows 
engagement that has not achieved the desired outcome and  
there is no indication that it will.

Myth 8: Stewardship is run separately from investment
A rather “legacy” misconception is about the integration – or 
rather lack thereof – between stewardship and investment. 
“Legacy” because this arose from the early days of dedicated 
stewardship teams within asset management firms that in some 
cases seemed to operate separately from investment. 

At Schroders, there is only one voice between stewardship 
and investment. Not only do we integrate ESG into investment 
processes but our stewardship team also works with investment 
teams across the organisation, using the insights gained from 
thematic engagements to inform investment decisions.

Myth 9: Sustainable investment is not  
about stewardship
Sometimes stewardship and sustainability are viewed as distinct 
issues with separate agendas but in practice stewardship is a 
key component of sustainable investment. It is a way in which 
sustainability can be delivered. 

Sustainable investing can describe investment approaches 
that target a specific outcome such as excluding tobacco from 
a portfolio, choosing companies that follow best practice or 
targeting concrete social and environmental objectives. But it  
also describes the process of overseeing companies and holding 
them to account, which is what active ownership and stewardship 
is all about. This is the way in which sustainable business practices 
can be promoted across the spectrum and not only for those 
companies that are part of a concrete environmental or  
social strategy. 

Myth 10: Stewardship is opaque and takes place  
behind closed doors
The vast majority of communication with investee companies is 
private. But this does not mean that it is opaque. There is more 
transparency than ever before not only towards our clients, who 
usually wish to receive tailored reports, but also publicly. 

We disclose our firm-wide stewardship activities on both a 
quarterly and annual basis in our Sustainable Investment Reports. 
More specifically, we report on the total number of engagements 
and the companies engaged with, broken down by region, type 
and sector. We also highlight engagement case studies after these 
have come to a close, as it is our view that ongoing engagement 
is most effective on a confidential basis. These reports are 
complemented by monthly reports outlining our voting activity, 
listing how votes were cast globally, including votes against and 
abstentions, along with the rationale for these decisions. 

Successful engagement takes time. During that time, we list the 
companies we are engaging with and categorise whether the 
engagement relates to “environmental”, “social” or “governance” 
issues. The more granular details are kept for until after the 
engagement has been completed. 

Conclusion
Turning the ten myths around, we can state that 
the Schroders experience from years of practicing 
stewardship has taught us the following ten truths:

1. Stewardship is an integral part of investment and  
not a box-ticking exercise.

2. Stakeholder interests play a big part in companies’ 
ability to deliver long-term value. 

3. Stewardship is best when it takes place at a firm-
level, aggregating all the different holdings of the 
same company across products.

4. No two engagements are the same.
5. The foundation of effective stewardship is 

regular, non-confrontational communication with 
companies.

6. Divestment will occur if it is in clients’ best interests 
but there are many, potentially value-creating, ways 
to escalate concerns before it comes to that.

7. Voting against management is an indication that 
preceding engagement has been rather ineffective. 

8. There is only one voice between stewardship and 
investment.

9. Stewardship is an integral way to implement 
sustainability. 

10. The details of each discussion may not be disclosed 
but the goals and outcomes of engagement as well  
as voting decisions are published regularly.

What is clear, is that the existence of stewardship 
codes is helpful to indicate best practice but it is not 
a guarantee for effective or successful investment 
outcomes. Analysis of the fundamentals is more 
reliable in this respect.
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Important Information
The views and opinions contained herein are those of the authors 
as at the date of publication and are subject to change and may 
become outdated due to market or regulatory developments. 
Such views and opinions may not necessarily represent those 
expressed or reflected in other Schroders communications. 

This document is intended to be for information purposes only. 
The material is not intended as an offer or solicitation for the 
purchase or sale of any financial instrument or security or to adopt 
any investment strategy. The information provided is not intended 
to constitute investment advice, an investment recommendation 
or investment research and does not take into account specific 
circumstances of any recipient. The material is not intended to 
provide, and should not be relied on for, accounting, legal or tax 
advice. 

Information herein is believed to be reliable but Schroders 
does not represent or warrant its completeness or accuracy. No 
responsibility or liability is accepted by Schroders, its officers, 
employees or agents for errors of fact or opinion or for any 
loss arising from use of all or any part of the information in 
this document. No reliance should be placed on the views and 
information in the document when taking individual investment 
and/or strategic decisions. Schroders has no obligation to notify 
any recipient should any information contained herein change or 
subsequently become inaccurate. Unless otherwise authorised by 
Schroders, any reproduction of all or part of the information in this 
document is prohibited. 

Any data contained in this document has been obtained 
from sources we consider to be reliable. Schroders has not 
independently verified or validated such data and it should 
be independently verified before further publication or use. 
Schroders does not represent or warrant the accuracy or 
completeness of any such data. 

All investing involves risk including the possible loss of principal.

Third party data are owned or licensed by the data provider and 
may not be reproduced or extracted and used for any other 
purpose without the data provider’s consent. Third party data are 
provided without any warranties of any kind. The data provider 
and issuer of the document shall have no liability in connection 
with the third party data. www.schroders.com contains additional 
disclaimers which apply to the third party data.

Past performance is not a guide to future performance and may 
not be repeated. The value of investments and the income from 
them may go down as well as up and investors may not get back 
the amounts originally invested. Exchange rate changes may 
cause the value of any overseas investments to rise or fall. This 
document may contain ‘forward-looking’ information, such as 
forecasts or projections. Please note that any such information 
is not a guarantee of any future performance and there is no 
assurance that any forecast or projection will be realised. 

European Union/European Economic Area: Issued by Schroder 
Investment Management Limited,1 London Wall Place, London, 
EC2Y 5AU. Registered Number 1893220 England. Authorised and 
regulated by the Financial Conduct Authority.

Note to Readers in Australia: Issued by Schroder Investment 
Management Australia Limited, Level 20, Angel Place, 123 Pitt 
Street, Sydney NSW 2000 Australia. ABN 22 000 443 274, AFSL 
226473. 

Note to Readers in Canada: Schroder Investment Management 
North America Inc., 7 Bryant Park, New York, NY 10018-3706. 
NRD Number 12130. Registered as a Portfolio Manager with the 
Ontario Securities Commission, Alberta Securities Commission, the 
British Columbia Securities Commission, the Manitoba Securities 
Commission, the Nova Scotia Securities Commission,  
the Saskatchewan Securities Commission and the (Quebec) 
Autorite des Marches Financiers. 

Note to Readers in Hong Kong: Schroder Investment 
Management (Hong Kong) Limited, Level 33, Two Pacific Place 88 
Queensway, Hong Kong. Central Entity Number (CE No.) ACJ591. 
Regulated by the Securities and Futures Commission. 

Note to Readers in Indonesia: PT Schroder Investment 
Management Indonesia, Indonesia Stock Exchange Building 
Tower 1, 30th Floor, Jalan Jend. Sudirman Kav 52-53 Jakarta 
12190 Indonesia. Registered / Company Number by Bapepam 
Chairman’s Decree No: KEP-04/PM/MI/1997 dated April 25, 1997 
on the investment management activities and Regulated by 
Otoritas Jasa Keuangan (‘OJK’), formerly the Capital Market and 
Financial Institution Supervisory Agency (‘Bapepam dan LK’).

Note to Readers in Japan: Schroder Investment Management 
(Japan) Limited, 21st Floor, Marunouchi Trust Tower Main, 1-8-
3 Marunouchi, Chiyoda-Ku, Tokyo 100- 0005, Japan. Registered 
as a Financial Instruments Business Operator regulated by the 
Financial Services Agency of Japan. Kanto Local Finance Bureau 
(FIBO) No. 90. 

Note to Readers in People’s Republic of China: Schroder 
Investment Management (Shanghai) Co., Ltd., RM1101 11/F 
Shanghai IFC Phase (HSBC Building) 8 Century Avenue, Pudong, 
Shanghai, China, AMAC registration NO. P1066560. Regulated by 
Asset Management Association of China. 

Note to Readers in Singapore: Schroder Investment 
Management (Singapore) Ltd, 138 Market Street #23-01, 
CapitaGreen, Singapore 048946. Company Registration No. 
199201080H. Regulated by the Monetary Authority of Singapore. 

Note to Readers in South Korea: Schroders Korea Limited, 26th 
Floor, 136, Sejong-daero, (Taepyeongno 1-ga, Seoul Finance 
Center), Jung-gu, Seoul 100-768, South Korea. Registered and 
regulated by Financial Supervisory Service of Korea. 

Note to Readers in Switzerland: Schroder Investment 
Management (Switzerland) AG, Central 2, CH-8001 Zürich, 
Postfach 1820, CH-8021 Zürich, Switzerland. Enterprise 
identification number (UID) CHE-101.447.114, reference number 
CH02039235704. Authorised and regulated by the Swiss Financial 
Market Supervisory Authority (FINMA). 

Note to Readers in Taiwan: Schroder Investment Management 
(Taiwan) Limited, 9F, 108, Sec.5, Hsin-Yi Road, Hsin-YI District, 
Taipei 11047 Taiwan, R.O.C. Registered as a Securities Investment 
Trust Enterprise regulated by the Securities and Futures Bureau, 
Financial Supervisory Commission, R.O.C. 

Note to Readers in the United Arab Emirates: Schroder 
Investment Management Limited, 1st Floor, Gate Village Six, Dubai 
International Financial Centre, PO Box 506612 Dubai, United Arab 
Emirates. Registered Number 1893220 England. Authorised and 
regulated by the Financial Conduct Authority.
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